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extremely practical, coming as they do from the best-informed men in the 
country on their chosen topics. Printed conference proceedings go to members 
of the divisions concerned. 


Staff Services 


A trained research staff at AMA headquarters, the country’s best management 
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the command of AMA members. 
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The AMA issues three periodicalsk—THE MAnacEMENT REviEW (monthly), a 
digest of management articles from over 400 publications; PERSONNEL (quar- 
terly), the authoritative publication in its field; and Business ConpITIONS AND 
Forecasts (monthly), a summary of the best- informed current opinion on every 
aspect of the business situation. 
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iv you have gone all these years without 
buying a radio, you may figure, Scotch- 
man-like, that you’ve saved yourself some 
money; you've avoided the initial expendi- 
ture and upkeep—and now that television has 
arrived, the wonders of radio are ordinary by 
comparison. But television must be devel- 
oped and undergo a technological metamor- 
phosis similar to that of radio; indeed, it’s 
only fresh from the cocoon. With this line 
of reasoning, you might as well wait to buy 
your television set; a new invention may be 
on the way that will outmode both radio and 
television. 


Fortunately, this backward philosophy is 
almost unknown in America. There are sym- 
pathetic spirits to nurture even the most 
delicate brain-child—if it shows any promise 
at all. The public bought crude crystal sets 
when radio was in its infancy; television, 
too, will receive such fostering and reach the 
perfection that science, industry, and an 
eager public brought to its older sister. 

But television is not the only new star 
on the technological horizon. Research 
laboratories are brimming with new ideas— 
so many that we appear to be on the 
threshold of a new industrial era, an era 
more wonderful than that of the automobile 
and radio. The recent depression has re- 
tarded industrial exploitation of new inven- 
tions, but research has gone forward just the 
same. When the dam does break, it will 
loose an irresistible flood. See page 148 
(Research Creates New Horizons). 


[FF you examine the economic situation of 
the small retailer, declares Paul Chering- 
ton on page 149 (The Small Retailer: An 
Appraisal), you will discover appalling con- 
ditions. Unless a retailer can gross more 
than $20,000 in sales annually, he cannot 
count on a weekly profit of much over $7.70. 
Yet, from Bangor to Dallas, thousands upon 
thousands of small merchants are “keeping 
store” for that amount—and are glad to do it. 
But, Mr. Cherington believes, the burden 
they impose on society by operating on this 
meagre margin makes the monopoly 

of big-scale organizations negligible by 


comparison. 
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Current Comment 


INDUSTRY’S ROLE IN SOCIETY 


Invusrry, with all its speciali- 
zation, is developed primarily to serve the material requirements of 
society, with the least time and effort of human beings and under 
the best possible working conditions. This is the main function of 
industry in society—not the acquisition of profits. We believe in the 
profit system, first, because it automatically carries with it economic 
restraints and is a definite measure of efficiency; furthermore, because 
it is the best method we have yet developed for appealing to the 
originality and initiative of people to put forth their best efforts. In 
no system of society that has yet been tried—experimentally or on 
a large scale—has any other plan worked out so successfully or per- 
sisted for any length of time. We have eventually gone back to this 
appeal to the individual, to recognition by his associates of his having 
done an outstanding job, and granting greater remuneration as his 
share of the increased efficiency that he has helped to produce. 


As I have stated, the effort of industry and society is to produce 
things that society needs, with the least time and effort. This has 
been brought about by. increased mechanization in industry, which 
lessens the efforts of human beings and multiplies their effectiveness, 
and of course reduces the cost and therefore the selling price of 
industry’s products—resulting, as has often been stated, in more 
goods for more people at less cost. In addition, the introduction of 
machinery has made possible higher wages and shorter hours—not 
the profits of industry, which have decreased both in gross and in net 
per unit of sales. 





Mechanization of industry does, during q transitional 
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redounds to the advantage of society and eventually increases em- 
ployment. There is no question in my mind that the hardships of 
these transitional periods of technological unemployment should be 
lightened for the individual. This has been begun by the introduc- 
tion of unemployment insurance. Since the beneficiaries of such 
improved methods are society and industry, and eventually the 


workers in general, they should all stand a part of the cost of such 
amelioration. 


In addition to technological unemployment, there is cyclical un- 
employment, the hardships of which have also been lightened by 
unemployment insurance. This of course is only a small step, for 
what is really needed is an incentive to employers to stabilize employ- 
ment or to assure a minimum annual wage. 


From the standpoint of society, young people must have an 
opportunity to work, which has been denied them in recent years. 
Therefore it is essential that an old-age retirement plan be developed, 
and this, too, has been started under the Social Security Act. Some 
industries, but not many, have had old-age retirement plans for some 
years, and such plans, as under the Social Security Act and similar 
old-age pension systems abroad, should be contributory; i. e., pay- 
ments should be made by the worker, by the employer, and by the 
state as representing society at large. 


Because of mechanization in industry, the units have grown large, 
and generally the employer is no longer an individual with personal 
relations with his employees. In a democratic society such as ours, 
which is founded upon the inalienable right of human beings to 
determine the policies and leaders of our government, it cannot be 
questioned that a group of men, workers in a unit, should have the 
right to get together and speak as a unit for what they think would 
better their working conditions. This throws a great responsibility 
not only upon the leaders of employer groups but also upon the 
leaders of the workers, which can be adequately met only through 
experience. With experience will come maturity of judgment and 


wisdom. 
GERARD SWOPE, 


President, 
General Electric Company. 


May, 1939 
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THE MANAGEMENT INDEX* 


Abstracts and News Items 





GENERAL MANAGEMENT 


Research Creates New Horizons 


What kind of a new life are we 
heading into? How will our habits 
and ways of living be altered? What 
sort of new industries will be created? 
These are some of the questions that 
must occupy business leaders trying to 
plan for the future. 

That we have made astonishing 
progress in mechanizing our industrial 
processes in this country is clearly 
proved by the fact that a 94-hour work 
week would be needed today to enable 
the factory workers of 1900 to produce 
the goods essential to our present 
standard of living. Yet there is a 
mass of evidence at hand to support 
the belief that mechanical develop- 
ments are going to come along still 
more rapidly. And if individually and 
collectively we have paid heavily in 
the past for lack of foresight respect- 
ing technological trends, the penalty 
for such complacency in the years 
ahead will be far greater. 

We have reached the time when prac- 
tically no line of business or industry 
is free of the effects of imminent re- 


search disclosures. Methods have 
been perfected to trarisform sugarcane 
into board, seaweed into a new syn- 
thetic leather, fish skins into shoes and 
gloves, the casein of skimmed milk 
into synthetic cloth, a western shrub 
into an oil that appears to rival the 
sperm oil obtained from whales. Many 
lines of business will soon be feeling 
the effects of such technological de- 
velopments as elastic leather; rubber 
that will adhere firmly to wood; elec- 
tric oscillators to relieve insomnia; 
automatic laundries that need no fur- 
ther attention once the dials are set; 
lamps that produce a quality of radia- 
tion deadly to bacteria and spore; a 
new method for so treating seeds with 
inaudible sound waves that they grow 
faster; typewriter ribbons made from 
synthetic yarns which give letters the 
appearance of printed type; wrinkle- 
proof, spotproof and waterproof tex- 
tiles; cloth made from glass fibers; 
aluminum-coated steel; and an elec- 
trolytic method that can be employed 
to color many base metals. Taken 
individually, such advances may not 
appear important; put a hundred 


* For publishers’ addresses or information regarding articles or books, apply to AMA headquarters. 
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together, and you usher in a new era. 

New machines and devices are going 
to play a bigger part than ever before 
in shaping life and business. The 
newest machine for manufacturing 
electric lamp bulbs will turn out more 
than half a million in a single day. 
Another amazing apparatus just intro- 
duced will knit 26 stockings at the 
press of a button, and it will repeat 
indefinitely without further attention. 
The only manual process required is 
the final sewing up of the seam. 

Within the brief span of years since 
the depression commenced, research 
has developed new machines that will 
double and triple the hourly produc- 
tion of safety-razor handles, spark- 
plug shells, roller-skate bearings, con- 
necting rods, crankshafts, and dozens 
of other equally important products. 
All these advances mean a tremendous 
reduction in operating charges. 

If we have another world war, doubt- 
less it will prove to be the birth period 
of amazing inventions that will create 
new industries and revolutionize life. 
If we do not have war, we will still go 
ahead in new directions at a pace so 
rapid that even the most alert business 
men and sales managers will have 
dificulty in keeping up. By Floyd W. 
Parsons. Advertising & Selling, May, 
1939, p. 32:4. 


The Small Retailer: An Appraisal 


The small retailer seems determined 
to follow the piper to his own de- 
struction. The piper, whether he be 
a law-maker from Texas or some other 
sort of rescue’ agent, repeats the virtues 
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of smallness as if they were basic; and 
the small retailer likes the tune he 
plays. The burden of the piper’s tune 
is that there is a fundamental conflict 
between the small retailer and his large 
competitor, and that somehow the 
small retailer can stop the growth of 
large-scale retail operations. All of 
which would be transparent nonsense 
if it were stripped of emotion. In- 
deed, it might be worth while to ex- 
amine some of the facts about retailing 
as related to its scale of operation. 

In 1935 there were in the country 
over 1,600,000 retail stores of all 
kinds. Well over half of these (59.5 
per cent) did less than $10,000 worth 
of business each a year, and the com- 
bined sales of these stores amounted 
to 10.9 per cent of the total volume. 
On the other hand, more than 20 per 
cent of the volume of retail business 
was done by the 0.5 per cent of the 
stores whose individual yearly volume 
exceeded $300,000. 

These figures bring us face to face 
with some of the drawbacks of little 
business. If just under 60 per cent 
of the stores do only about 11 per cent 
of the retail business, and if this 60 
per cent represents a large share of 
the wholesale and retail cost of dis- 
tribution, isn’t there something to be 
looked into in this matter of the cost 
of little business? 

It is difficult for any retail business 
to count consistently on more than 
about 2 per cent net profit. This 
means that unless a retail business can 
make more than $20,000 worth of sales 
in a year its proprietor cannot count 
on a weekly profit of much over $7.70. 
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But, obviously, many independent mer- 
chants are willing to “keep store” for 
$7.70 a week net profit, rather than 
go to work. But the cost to them, and 
to society, of their continuing to oper- 
ate below the optimum scale for com- 
petent retailing is one phase of the 
economics of merchandise distribution 
which has been neglected. The mon- 
opoly dangers in any large scale of 
retail enterprise so far developed are 
negligible compared with the huge, 
continuous and futile cost of retail 
operation on a wastefully and incom- 
petently small scale. 

The prevailing opinion has been 
that it was big business which was 
looting the poor consumer. Now the 
idea seems to be penetrating slowly 
that in many ways the draft on the 
public imposed by big business is a 
mere bagatelle compared with the cost 


of trying to distribute merchandise 
through concerns too small to be oper- 
ated competently. The predatory trust 
now is sharing the limelight with the 
parasitic incompetent. 

And the cost to society of an ineffi- 
cient scale is only one part of the 


story. What about its cost to the re- 
tailer himself? If these small-scale 
retailers were getting rich out of the 
process, then they would indeed be 
small-scale parasites like any other 
predatory villains; but if they are tax- 
ing society unduly and are not getting 
even a decent living out of it, then 
they are not robbers to be caught and 
locked up—they are plain incompe- 
tents, and from a purely economic 
viewpoint the cruel but effective 
remedy may be to put them out of their 
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economic misery as speedily as pos. 
sible. However, as a matter of expe. 
diency and social justice, the solution 
seems likely to be found in developing 
cheaper ways of operating and servic. 
ing these little stores. 

It may be that the small independent 
merchant is destined to follow the 
hand-weaver, the county telephone, and 
the ten-mile railroad. If he is, the 
public will get its compensation for 
the loss of his independence by being 
better served; and the merchant him- 
self will be obliged to get his by taking 
advantage of the bettered status of the 
“hired man.” By Paul T. Cherington. 
Harvard Business Review, Spring, 
1939, p. 326:5. 


Average Business Hazards 


The margin between success and 
failure in business enterprises has nar- 
rowed measurably since the beginning 
of the depression, and the chances of 
succeeding in business are now only 
half what they were before 1930. 

In the 10 to 15 years prior to the 
beginning of the depression, about 60 
per cent of our active corporations 
earned profits; the remainder suffered 
losses. Since 1930 the number of 
profitable corporations has declined to 
about 30 per cent, or three out of 10. 
For eight years, then, by far the major 
proportion of corporations have been 
operating at a loss; furthermore, the 
earnings of those concerns showing 4 
profit are only about 80 per cent of 
what they formerly were. In this brief 
period, then, the chance of success in 
business has declined approximately 
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50 per cent, and the returns in the 
profitable concerns have decreased an 
average of 20 per cent. 

It is estimated that the average busi- 
ness enterprise will last about 66 
months. In an analysis of several 
thousand businesses, statistics indi- 
cated that the average life of a manu- 
facturing concern was 7.0 years and 
of a retail store 7.1 years. Practically 
every business studied in this analysis 
died within 30 or 40 years. By Herbert 
V. Prochnow. The Bankers Magazine, 
May, 1939, p. 440:1. 


Bargaining by Groups 


Hundreds of American executives 
today participate in employer groups 
which seek industrial peace through 
unified action in labor negotiations. 
Thousands of others are exploring the 
results of experience with group labor 
dealing both at home and abroad. 
Still a small minority, these employers 
may be writing the first pages of a 
new saga of industrial relations in the 
United States—or they may merely 
be making memoranda whose final 
importance will be only that of mar- 
ginal notes. 

As specific industry negotiations have 
developed in the United States, they 
have exhibited much the same historical 
pattern as in England and Sweden. 
The newer the experiment—whether on 
a national, regional or local basis—the 
more recent, usually, is some major 
strike, struggle or labor trouble. Where 
the method has persisted through many 
years, on the other hand, major distur- 
bances appear infrequently in recent 
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records. And in practically every in- 
stance, the agreement negotiated em- 
bodies within its structure some pre- 
determined means of arbitrating or ad- 
justing such disputes as the two parties 
cannot settle satisfactorily between 
themselves. 

The pottery and part of the wall- 
paper industries in the United States 
have been making national collective 
agreements with labor for almost as 
long as most of the industries in Eng- 
land and Sweden. Flint-glass manu- 
facturers and workers negotiate on a 
collective-agreement basis. Producers 
of 85 per cent of the total volume of 
dinnerware are included in a group 
which deals collectively with the union 
representatives of 20,000 workers. 

The collective-agreement negotiations 
of the bituminous coal industry now 
take place on both national and re- 
gional scales. Many other industries 
negotiate collective agreements for 
some regions or areas within an indus- 
try. Examples include a part of the 
hosiery industry; Pacific Northwest 
pulp and paper manufacturers; silk 
and rayon textile manufacturers in the 
New Jersey-Pennsylvania area; and 
employers dealing with maritime trans- 
port and longshoremen’s unions. 

The printing, engraving and cloth- 
ing industries are long-standing ex- 
amples of collective-agreement opera- 
tions restricted to a given city or town. 
Others include teamster and taxicab 
groups, hotels, building service groups, 
restaurants, butchers, some building- 
contracting traders, and scores more. 
In San Francisco alone, 43 such groups 
are already functioning. 





Altogether, several million employ- 
ees and several hundreds of employer 
groups and labor unions in the United 
States have already hed experience 
with collective agreements of one kind 
or another. And though far from 
unanimous, labor union leaders seem 
to favor the idea of collective agree- 
ments, somewhat along the British pat- 
tern. 

A few of the significant advantages 
of collective agreements cited by exec- 
utives who have had experience with 
them are that they: (1) eliminate price 
competition by tending to place all 
manufacturers on an even basis so far 
as labor costs are concerned; (2) pool 
the economic strength of employers 
and protect them against coercion by 
unions; and (3) force unions into rea- 
sonable observance of their contractual 
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Savings in the Accounts Payable 
Routine 


The procedure of photographing its 
manufacturers’ invoices in the bills 
payable division has been instituted at 
Carson, Pirie, Scott and Company. For 
the past two years it has photographed 
the customers’ bills in the accounts 
receivable division, and the accounts 
payable division has used the plan for 
approximately nine years. 

Photography as a quick means of 
permanently recording bills was in- 
stituted when the house went under 
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agreements. Important disadvantages 
of collective agreements, as brought 
out by various employers, include: (1) 
They give labor a monopoly and in- 
crease its strength; (2) limitation of 
production is likely to develop; and 
(3) strikes, when they do occur, tend 
to be on an industry-wide basis. 

The great growth of union strength 
in the United States in the last few 
years unquestionably has fertilized the 
soil with ingredients favorable to the 
extension of collective-agreement meth- 
ods. How fast and how effectively 
union power swells in the next few 
years may well be the deciding factor 
in whether or not there is a marked 
expansion of the collective-agreement 
system in the United States. By Nor- 
man G. Shidle. Forbes, May 1, 1939, 
p. 17:5. 


centralized control. Today, with this 
program of unit-control operating only 
in individual departments, the success 
of photography in (1) eliminating 
errors in transcribing bills, (2) reduc- 
ing the time and help required for this 
work, and (3) increasing the speed 
with which the work is accomplished, 
has made it an important function 
in the accounting division. 

As manufacturers’ bills are received, 
top and side aprons are attached to 
them. The top has spaces for the 
buyer to mark terms, indicate ship- 
ping instructions, order number, and 
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signature. On the side apron the re- 
tail price per unit is placed opposite 
the merchandise designation, along 
with its classification. The bill with 
these attachments is then photographed. 
The original goes to the cashier, and 
the copy is placed in the buyer’s till. 

An average of 800 bills is photo- 
graphed each day. Photographic 
sheets 14 by 20 inches are used for the 
work, and from four to 12 bills are 
photographed at one time, depending 
upon the size of the original bill. The 
photograph is a direct copy of the bill; 
thus all checking and marking nota- 
tions are shown on the copy. This 
has enabled quicker delivery of mer- 
chandise to the various departments. 
American Business, April, 1939, 
p. 34:1. 


How to Organize a Special Library 


To establish a library for a business 
organization, the following funda- 
mental steps are necessary: 

1. Study the company thoroughly 
and the industry in which it is engaged. 

2. Acquire basic material, refer- 
ence tools, and indexes, and subscribe 
to worthwhile periodicals and services. 

3. Draw up a program of library 
services and begin to provide those 
which are most essential. Such serv- 
ices may include research and report 
writing, compilation of bibliograph- 
ies, clipping and routing, or issuance 
of abstracts. The last of these is 
especially valuable. 

4. Contact the department . heads, 
ascertain their needs and problems, 
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and suggest ways in which each de- 
partment can utilize the library’s 
services. 

5. Plan a program of promotion for 
the library, making use of such media 
as posters, bulletins, exhibits and per- 
sonal service. 

6. Build up the general book collec- 
tion and round out the service the 
library is giving. 

7. Establish helpful contacts outside 
the organization. Special Libraries 
Association is the main agent through 
which such contacts are possible. 

8. Catalog the books and index the 
files and magazines. 

9. Organize the library as a separate 
department responsible to a major 
executive or to a “library committee” 
composed of several executives. 

By Jane Wilkinson. The Office 
Economist, March-April, 1939, p. 8:3. 


A Purchasing Record 


Every person connected with pur- 
chasing will agree that a record for 
every item purchased that covered 
specifications, supplier, price, delivery 
and quantity would be very helpful 
indeed. Ordinarily, such a record is 
kept in some form or other only for 
major raw materials, parts and sup- 
plies, and less used, less expensive 
items are neglected because of the 
detail involved. 

By utilizing a business fundamental, 
it is possible with little if any clerical 
expense to obtain a record that will 
give a complete grasp of quantities 
purchased. That basic factor is this: 
No invoice is passed for payment until 





it is checked with receiving records 
for assurance that the items billed have 
been received. 

Hence, if from the receiving slips 
or receiving book a card record is 
made as to date and quantity received, 
and the invoice is checked against the 
card, a record has been made that will 
indicate all quantities purchased—and 
the time consumed to post the receipts 
to a card is just about balanced by the 
saving in time in checking the invoice 
against indexed record cards instead of 
against entries in a bound receiving 
book or against separate receiving 
slips. 

The reason why such a receiving 
record will provide a control over 
quantities purchased is this: On items 
not important enough to have an in- 
ventory record, there are practically 
no inventories, so the receiving record 
is the factory disbursement record. 
Therefore, by referring to the receiving 
record card, the buyer can determine 
at a glance the factory usage of an 
item and with this information place 
an order for an economical quantity. 
By W. C. Zinck. Mill & Factory, May, 
1939, p. 67:1. 


(A suggested purchase record card is re- 
produced with this article—Editor.) 


When Your Printing Bill Seems 
Like the War Debt 


The importance of printing as a 
source of savings has not yet challenged 
the attention or stirred the imagination 
of the average business executive. 

Let us consider some of the causes of 
printing waste that may be found in 
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even the best business organizations: 
failure to select the most economical 
printing process for the specific job in 
hand; failure to plan the layout for 
efficient printing; failure to install 
proper ordering and distributing meth- 
ods. All these penalize business with 
heavy waste in direct printing costs. 
And even greater waste is frequently 
found in the use of printed material, 
such as office and plant forms, due to 
inefficient planning of such forms from 
a functional standpoint. Thus a poorly 
designed blank may require a hundred 
needless motions from each typist using 
it, while another form, too greatly sim- 
plified, may retard production sched- 
ules. 

The solution to the problem may be 
found only through attacking it at the 
point of its two basic factors: expense 
and cost. 

The expense factor represents expen- 
ditures made in the actual use of 
printed material, such as the handling 
of office and plant forms and the oper- 
ating of typewriters and business ma- 
chines. Its effects, in terms of either 
efficiency or waste, extend in many 
cases through to vital production and 
distribution plans. 

The cost factor includes the expen- 
ditures that are made for the actual 
purchase and handling of printing, and 
involves the varied functions of requi- 
sitioning, storage, and distribution of 
the completed work. Whether the 
printed matter consists of office and 
plant forms, letterheads, advertising 
material, house organs, or the like, each 
of these various functions must be 
planned, coordinated and carried 
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through to produce the most effective 
printing at the least cost. Figuring of 
this nature requires the determination 
and use of truly scientific standards. 
Such criteria, to produce the desired 
result, must be based on expert consid- 
eration of all the functional and tech- 
nical factors that enter into the actual 
manufacture of printing at the printer’s 
plant. 


With the installation of a truly scien- 
tific system of printing control and 
standardization, it is not unusual to 
find concerns making over-all net sav- 
ings of 30 per cent or more in the cost 
of their forms, even after all unneces- 
sary forms have previously been elimi- 
nated by systems studies. By Frank M. 
Knox. American Business, March, 
1939, p. 34:2. 


PRODUCTION MANAGEMENT 


Industrial Economics: Labor and Capital, Legislation, 
Wage Theory, Migration 


Influence of Age on Employment 
Opportunities 


A study of employment opportuni- 
ties by age groups in New England 
industries has led to the following 
general findings: 

1. The age distribution of the work- 
ing population is markedly affected by 
industrial fluctuations and, in New 
England, the reduction in employment 
which took place in 1937-38 resulted in 
an increase in the proportion of work- 
ers in each five-year age group over 
30 years, and a decrease in the pro- 
portion in each group under that age. 

2. Productivity records for three 
firms indicate no definite tendencies 
toward diminution in production with 
advancing age, except in a few special 
jobs, 

3. Accident records, available for 
only seven plants and hence not suit- 
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able for broad generalization, showed 
no definite relationship between age 
and either frequency or severity of 
accidents in the case of men, while 
among woman workers, younger 
women experienced more accidents. 
4. Interviews with employers reveal 
that the sense of obligation to provide 
for older workers who are no longer 
able to work constitutes their only 
specific reason for hesitation in the 
hiring of older workers, except for the 
belief in some instances that younger 
men and women are more versatile. 
Employers expressed a generally high 
regard for the older workers on their 
payrolls. On jobs where skill is re- 
quired, and where there is any short- 
age of suitably trained workers, age is 
definitely not a consideration in hiring. 
5. Two-thirds of the men hired were 
younger workers under 35. On the 
other hand, two-thirds of the 1937-38 
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cut in working force was taken by 
the men in this same age group. It 
‘appears that older people who are 
on industrial payrolls are protected by 
the employers’ sense of obligation to 
older workers with long service rec- 
ords, and by seniority policies govern- 
ing layoffs. Seniority appears to be 
important in both union and non-union 
plants. : 

By Dwight L. Palmer and John A. 
Brownell. Monthly Labor Review, 
April, 1939, p. 765:16. 


Sears’ “Constant Wage” 


A constant-wage plan experiment 
that provides for regular employees a 
level income of 40 hours’ pay each 
week has been established by Sears, 
Roebuck & Co. in eight of its 10 mail- 
order plants and in a few retail stores. 
Several variations of the plan are in 
effect. 

Original experiments in the mail- 
order houses were with what is known 
as Plan A. But Plan B, subsequently 
developed, now prevails in five plants 
as against three remaining on A. Sears 
operating men are partial to B where 
they can see ways to employ it. 

Both plans aim to provide 40 hours 
per week income to all eligible em- 
ployees. Overtime is credited in com- 
pliance with the Wages and Hours 
Law, which means the worker gets 
credit for 14% hours for each hour 
worked above 40 in a week, and this 
credit therefore offsets a deficiency of 
11% hours in a light week. Both plans 
use “debt hours” to describe the in- 
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come advanced in any week in which 
the employee works less than 40 hours, 
Plan A uses “credit hours” to describe 
hours worked beyond 40 per week but 
not paid for currently. 

Plan A strikes an annual balance; 
the company then pays off in cash for 
any credit hours, charges off any debt 
hours to profit and loss. Plan B in- 
volves no settlement date. The em- 
ployee is paid currently for any credit 
hours unless they are needed to retire 
existing debt hours. In other words, 
the Plan B employee may owe the com- 
pany for advances made on debt hours, 
but the company settles for cash in the 
week’s pay envelope whenever the bal- 
ance runs the other way. 

Plan B is simpler and more desir- 
able in a plant where orders flow in 
fairly even volume, or where there are 
several volume peaks per year. It 
tends to produce payroll debt-hour 
losses in a plant which experiences one 
sharp volume peak and one long, low 
valley, since average debt hours run 
higher under Plan B than under Plan 
A. The three plants still on Plan A 
are in territories which have predomi- 
nantly single-crop agriculture. Diver- 
sified agriculture plus a good sprin- 
kling of industry make Plan B feasible 
in the other five plants. 

The nub of this constant-wage plan 
is that the operating manager of a 
plant has to make up his mind exactly 
what schedule he can average for a 
year without exceeding the permissible 
number of hours at his greatest peak 
and without falling behind in service 
to customers. How good Sears super- 
intendents really are at planning may 
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be estimated by the margin of safety 
left in the typical schedule, which is 
1 per cent. 

The only major obstacle seen to con- 
tinuing and extending the constant- 
wage plan is that Federal and state 
wage-and-hour laws may interfere by 
imposing prohibitive expense through 
forcing high overtime rates in peak 
seasons, thus taking the edge off the 
slack-season provisions. Business 


Week, April 22, 1939, p. 30: 3. 


Industrial Injuries in the United 
States During 1937 


In 1937 there were approximately 
19,600 occupational deaths, 127,000 
permanent injuries, and slightly less 
than 1,700,000 temporary injuries in 
the United States, according to esti- 
mates of the Bureau of Labor Statis- 
tics. These estimates covered not only 
workers but also self-employed persons. 
For employed workers the estimates 
indicate 17,800 deaths, 111,900 per- 
manent injuries, and 1,533,600 tempor- 
ary disabilities, or a total of about 
1,663,300. 

Mining and quarrying appears to 
have been the most hazardous of the 
industry groups studied. The total of 
115,048 disabilities per million em- 
ployees in this industry indicates that, 
on the average, one out of every eight 
employees was injured during the 
year. Construction and miscellaneous 
transportation ranked second and third, 
respectively, in fatality ratio. 

Outstanding in 1937 for high 
frequency rates (that is, average num- 
ber of disabling injuries per million 
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employee-hours) were logging with a 
frequency rate of 116.11, sawmills with 
63.06, pulp manufacturing with 51.64, 
fertilizer manufacturing with 41.59, 
and brick, tile and terra-cotta manu- 
facturing with 35.08. Industries with 
low frequency rates were coke ovens 
with 4.21, cement with 4.87, women’s 
clothing with 4.88, gas manufacturing 
with 5.78, and tobacco products with 
5.87. 

As has been indicated in earlier 
studies, the experience of establish- 
ments without injuries indicates beyond 
any doubt that most of the injuries 
reported could have been prevented. 
To establishments with injury experi- 
ences, the problem of safety is a con- 
stant challenge—but a challenge which 
can be met. Monthly Labor Review, 
March, 1939, p. 597:19. 


Comparative Wages of “Men 
and Women 


Women working during 1937 on in- 
dustrial and commercial jobs covered 
by the old-age insurance provisions of 
the Social Security Act received an 
average annual wage of $525, as com- 
pared to an average of $1027 for men, 
according to a survey of Federal old- 
age insurance wage accounts recently 
completed by the Social Security 
Board. 

The number of women with earn- 
ings credited to their accounts was 
8,251,036, or 27.4 per cent of the 
total included in the study. The num- 
ber of men for whom wages were re- 
ported was 21,906,658. The total 
wages paid to women, as reported by 
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their employers, amounted to $4,335,- 
445,432, while earnings reported for 
men totaled $22,489,920,809. Social 
Security Board, May 1, 1939. 2 pages. 


Problems of Payments in Kind 


Although the furnishing of commod- 
ities and services by employers to their 
workers in addition to or in lieu of a 
cash wage dates from the pre-factory 
era, the concept that such items con- 
stitute a wage payment and have the 
same status as cash wages did not be- 
come widespread until recently. 

The idea that commodities and ser- 
vices provided by an employer to his 
workers constituted a wage payment 
was extended under the NRA; the 
NRA codes for the hotel and restau- 
rant industries allowed deductions from 
the minimum rates for meals and lodg- 
ing furnished employees. Under the 
Social Security Act, as well as under 
the state unemployment compensation 
laws, perquisites have assumed the, de- 
finite status of wages and are taxed as 
such, except where they are obviously 
furnished as conveniences. 

How should payments in kind be 
evaluated for the purpose of calculat- 
ing taxes and benefits under the social 
security program? 

In paying Federal taxes under the 
Social Security Act, the employer re- 
ceives no guidance on how to evaluate 
payments in kind. Under unemploy- 
ment compensation, the state adminis- 
trative agencies have attempted to solve 
the problem of evaluating perquisites 
by prescribing minimum weekly rates 
for meals and lodgings. However, these 
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rates do not always reflect the true 
values of the items. The established 
rates range from $3 to $9, and in some 
southern states—where the cost of liv- 
ing is presumed to be lower—they are 
higher than in a few northern states. 

With respect to the basis of evalua- 
tion, several possibilities may be exam- 
ined: (1) Payments in kind may be 
evaluated on the basis of their cost to 
the employer, or (2) on the basis of 
their market price, or (3) on the basis 
of the economic gain to the worker, or 
(4) on the basis of the magnitude of 
the cash wages. 

From the standpoint of relative mer- 
its, the basis of cost to the employer 
seems more logical than any other. 
From the worker’s standpoint, the cost 
basis has the advantage of lessening 
the possibility of abuse on the part of 
the employer in making it obligatory 
for workers to accept payments in 
kind, since in most instances the em- 
ployer would not be making a profit 
on the items furnished; and it also re- 
duces the possibility of overestimating 
earnings. This basis is also desirable 
from the standpoint of the employer, 
since in most instances it will make 
possible smaller amounts of taxes. By 
Rae L. Needleman. American Federa- 
tionist, March, 1939, p. 269: 8. 


Disabling Industrial Morbidity 


The frequency for 1938 of all sick- 
ness and nonindustrial injuries caus- 
ing disability for eight consecutive 
calendar days or longer was 80.8 per 
1000 men, which is not only 19 per 
cent below the corresponding rate for 
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1937 (99.8) but is the lowest rate since 
1934, when 78.1 cases per 1000 were 
recorded. This favorable observation 
is accounted for principally by the de- 
crease in frequency of influenza and 
grippe from 21.0 per 1000 in 1937 to 
9.7 in 1938. 

The digestive diseases as a group 
occurred at approximately the same 
rate in 1938, 1937 and 1933-37. Non- 
industrial injuries as well as the group 
of nonrespiratory-nondigestive diseases 
show slight decreases when compared 
with the experience of either 1937 or 
of 1933-37. Noteworthy is the de- 
crease in the frequency of the rheu- 
matic group of diseases. This group 
yielded 8.4 cases per 1000 in 1938 and 
9.3 for 1937 as well as for the period 
1933-37, the change in frequency rep- 
resenting a decrease of approximately 
10 per cent with respect to either 
period of time. 

The figures for 1937 and 1938 are 
based on the reported experience of 
the male memberships of 26 industrial 
sick-benefit organizations. By William 
M. Gafafer. Public Health Reports, 
April 28, 1939, p. 691:5. 


Look — Before You’re Struck 


Without question it is always the 
better part of wisdom to prevent labor 
troubles from progressing to the point 
of a strike; but not infrequently, labor’s 
demands become so unreasonable that 
management must consider whether it 
can afford a strike or whether it must 
accede to such demands regardless of 
their proportions. 

Costs connected with a strike may 
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be divided into two classes: tangible 
and intangible. Perhaps the most 
important of the intangible costs is 
possible reaction against the sale of 
the product. If your product is sold 
to the retail trade, particularly if it is 
readily identifiable, you may sustain 
considerable losses because of the 
union’s refusal to buy or install your 
product. Another intangible cost is 
the loss of customers. Still another, 
of course, is the damage done to per- 
sonnel relations. 

Tangible strike costs consist of over- 
head that continues during any in- 
activity of the plant, and additional 
expenses necessary to carry on the 
sales activities of the company. If the 
strike lasts only a few days, there will 
be no additional expense except the 
continuing overhead; but if it lasts 
longer than a week, expenses begin to 
accumulate. 

Some of the principal items of con- 
tinuing overhead expense are insur- 
ance, maintenance expense on the 
property, depreciation, and heating 
expenses. If the property is not owned 
but rented, the rent must be consid- 
ered. Property taxes continue, but 
income taxes do not accrue unless the 
company continues to make a profit 
during the strike. Power contracts, 
etc., should be examined to determine 
if there is a minimum monthly charge 
whether service is rendered or not. 

The expense subject to the greatest 
degree of control is that of wages and 
salaries. Generally, all monthly sal- 
aries must be continued, because the 
services of most salaried employees 


will be needed during the strike 
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period. If sales activities, particularly, 
are to be carried on, most of the office 
force will be busy. Some salaries of 
the supervisory force may be paid to 
avoid the risk of losing certain valued 
supervisors to other concerns. The 
continuation of remuneration to hourly 
employees who are willing to work is 
a problem individual with each plant. 
Watchmen, firemen, and other em- 
ployees will be required for proper 
protection of the plant. Payroll taxes 
and workmen’s compensation insur- 
ance, of course, will be reduced as the 
payroll is curtailed. 

The new expenses to which the busi- 
ness will be subjected will depend 
upon the amount of activity it is 
planned to carry on. If attempts are 
made to do business as usual, it may 
be necessary to rent an office and 
office equipment, and furnish light, 
heat and new telephone service. Regu- 
lar office expenses such as postage and 
stationery must be met. 

If warehouse stock is inaccessible, 
it may be found desirable to obtain 
goods from a competitor, and to estab- 
lish a warehouse or shipping point at 
which such goods can be received and 
reshipped without divulging the cus- 
tomers’ names to the competitor. In 
this case, the warehouse rent and 
traveling and living expenses of ship- 
ping personnel should be added to the 
strike costs. Sales will just about 
break even with the purchase cost of 
the products, but service to customers 
will be maintained. 

Any non-operating income of the 
company, such as rent recéipts and 
dividends and interest on stocks and 
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bonds, will reduce the expense of the 
strike, because this income will not be 
affected by the strike. 

The cash situation should also be 
carefully examined, since all current 
liabilities will eventually have to be 
liquidated without any income to offset 
them. The quantity of commitments 
represented by outstanding purchase 
orders should be considered. It may 
be possible to cancel some of these; 
however, because of outstanding com- 
mitments not yet on the books, it can 
be estimated that the regular weekly 
requirements for cash will continue 
for several weeks after the plant be- 
comes inoperative. 

Unless a company can finance these 
expenses of a strike, and unless plans 
are laid carefully beforehand, no labor 
difficulty should be allowed to progress 
to strike proportions. The Iron Age, 
February 23, 1939, p. 23:4. 


Appropriate Collective-Bargaining 
Units 


The National Labor Relations 
Board’s judicial right and obligation 
to define the unit or group of em- 
ployees which shall be appropriate for 
the purposes of collective bargaining 
has been the ground of greater criti- 
cism than possibly any other of the 
Board’s powers. 

By December 1, 1938, the Board 
had certified proper units in 488 cases. 
An examination of these cases indi- 
cates the predominance of the indus- 
trial unit in current labor structural 
development. Out of the 262 cases 
in which there was no debate about 
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the proper unit, the agreed-upon unit 
was industrial in 207 cases, qualified 
industrial in 16 cases, and craft in 
only 39 cases. In cases in which the 
unit was under dispute, a higher per- 
centage of craft units was designated, 
but even here the craft groups were 
only 50 in number, whereas 115 of 
the designated units were industrial. 
The predominance of industrial units 
in the undisputed cases suggests the 
likelihood of the industrial units pre- 
dominating in the debated cases. It is 
probable that failure to recognize this 
predominance of the demand for in- 
dustrial units by all labor groups has 
led superficial observers to conclude 
that many Board certifications of in- 
dustrial units necessarily indicated bias 
against the crafts. 

Certain significant conclusions may 
be drawn from an analysis of Labor 
Board decisions in cases involving the 
definition of appropriate units. First, 
the Board has followed the desires of 
the employees as the most conclusive 
consideration in the determination of 
the bargaining unit. 

Second, in AFL-CIO conflicts over 
the proper bargaining unit, the Board 
has decided for the AFL more fre- 
quently than for the CIO. This “quan- 
titative” conclusion is enhanced by 
consideration of the “qualitative” 
aspects of certain of the CIO victories 
in which the issue has been very minor 
or the AFL claims clearly tenuous. 

Third, the Board’s decisions have 
been strongly favorable to craft units 
when the craft-industrial unit con- 
troversy has arisen, the score being 
36 to 10 for the crafts. This con- 
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troverts the common claim that the 
Board has been prejudiced in favor of 
the industrial unit. 

Finally, the bargaining-unit question 
is not merely a matter of AFL-CIO 
disputes, or of the craft-industrial 
issue, but includes also the question 
of the extensiveness of the unit. In 
this third type of case, the Board has 
shown a tendency to certify multi-plant 
and multi-employer bargaining units, 
a tendency which may well prove to 
be the most significant for industrial 
relations in the future. By R. A. 
Nixon. Harvard Business Review, 
Spring, 1939, p. 317:9. 


Community-Chest Problem Solved 


A great many companies have ex- 
perimented with various methods of 
contributing to the community chests 
of their cities. Some have sponsored 
a plan by which each employee gives 
a day’s pay; others have given a lump 
sum in the name of the company. 
McCormick & Company of Baltimore 
have, for the last four years, been 
using a method that is different from 
most of the others and has resulted 
very satisfactorily for all concerned. 


The factory employees normally 
work five days a week, and all opera- 
tions are shut down on Saturday; but 
at the time of the community-chest 
drive, all employees are offered the 
opportunity to work on two consecu- 
tive Saturday mornings. It is ex- 
plained that the plant is being opened 
in order to give each one a chance to 
contribute to the community fund and 
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that each employee will receive a pay 
check at his or her normal rate. These 
are endorsed and sent to the Commu- 
nity Chest by the individuals. The 


executives of the company match dol- 
lar for dollar the total contribution 
of the employees. 

During the last four years, 100 per 


Personnel 


Personal Element in Incentive 
Plan 


At Joseph Bancroft & Sons Co., 
Wilmington, Del., time-study engineers 
do three things to overcome the antag- 
onism of supervisors and the natural 
aversion of workers to time-study 
methods. Whenever an operation is 
to be time-studied, the engineers first 
contact the foreman in charge and 
explain why the standards for that 
particular operation need to be check- 
ed. Next, before any study work is 
done, they must explain all this to the 
operator involved. Finally, when the 
work is completed and new operation 
standards are set, they go back to the 
foreman and the operator and show 
them in terms of production, and in 
dollars and cents of bonus, what these 
new standards will mean to them. 

This plant, which is engaged in the 
finishing of cotton fabrics, has more 
than 5000 separate operation stand- 
ards in active use. To keep posted as 
to when standards require revision, 
the company depends upon three 
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cent of the employees have taken part 
in the plan each year. The startling 
additional factor in the story is that 
production records on those two Satur- 
days are better than on any other days 
of the year. The Conference Board 
Management Record, April, 1939, p. 
62:2. 


sources of information: the superin- 
tendents or foremen, the operators 
themselves, and the company’s clerical 
division. 

The firm uses a point plan which is 
basically the same as the Bedaux 
system, except that standards are ex- 
pressed in terms of points rather than 
B’s, and the ratings are called point 
hours. Standard efficiency is set at 
60-point hour, with 80-point hour the 
highest rating attainable by the aver- 
age operator. On hand operations, 
however, operators sometimes exceed 
120-point hour, but this double speed 
can be attained in spurts only. 

Point-hour ratings are posted daily 
for each operator, and they provide a 
gauge of both the operator’s efficiency 
on the job and of changing working 
conditions. When figures that have 
remained near the 80-point-hour mark 
for months suddenly show tendencies 
to climb into the 90’s or to fall into 
the 60’s or lower, it is obvious that 
something has gone wrong. The 
clerical procedure in such cases is first 
to check all computations for mathe- 
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matical errors and then to trace the 
production records and timekeeping. 
If reasons for the abnormal point 
hours are not discovered, the problem 
is turned over to the time-study 
division. 

Time-study engineers then check the 
machine speed and the production. 
If these are found to be correct as 
reported, the next move is to make a 
production check of the operation. 
This consists of a full day’s observa- 
tion by the time-study man of the 
operation in question, which is so in- 
tense that it cannot fail to locate the 
source of the trouble. 

It is this concern’s experience that a 
successful standards department must 
build up in the minds of the workers 
and of management a faith in its in- 
tegrity and a confidence in its ability 
to be guided by facts rather than 
opinions. These requirements call 
for time-study engineers with a thor- 
ough technical background; and, above 
all, they call for men who are endowed 
with a personality embodying patience, 
tact, tolerance, and a sense of fair 
play. By M. E. Turner. Executives 
Service Bulletin, Metropolitan Life 
Insurance Company, March, 1939, 
p. 7:2. 


Organizing for Personnel 
Research 


The phenomenal rise of personnel 
management as a profession in the last 
20 years has been accompanied by an 
increasing recognition, on the part of 
forward-looking executives, of the 
value of personnel research. It may 
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be profitable to consider briefly some 
of the problems of organization and 
management in a personnel research 
division. 

Should a Separate Research Office 
Be Established? Considerable per- 
sonnel research is carried out by line 
personnel employees, who may be 
motivated by curiosity or by comments 
or criticisms that come to their atten- 
tion. While their studies are frequently 
enlightening, the weight of experience 
is in favor of placing the research 
functions in charge of a separate spe- 
cialized staff. Once the research office 
is well staffed, some line activities may 
be delegated to it if they are not so 
extensive as to hinder its research 
work, 

How’ Should the Research Office Be 
Staffed? Desirable fields of training 
for personnel research workers in- 
clude industrial psychology, educa- 
tional psychology, statistical methods, 
labor economics, office procedure and 
management, and methods of examina- 
tion. The type of training required of 
personnel research workers is of a sort 
which is better given in formal train- 
ing courses than through instruction 
on the job. 

How Should a Personnel Research 
Office Be Administered? At the out- 
set, the personnel research section may 
very well be required to prepare a 
list of projects which it considers 
advisable and submit this to the per- 
sonnel director for tentative approval. 
Projects which are approved should 
then be outlined in advance in some 
detail, and these outlines should be 
presented to the personnel director for 
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his own approval and for the con- 
sideration of other executives whose 
cooperation or approval is necessary. 
The personnel research section should 
be relied upon to originate the larger 
share of its projects. Since individuals 
in operating positions are expected to 
benefit from the research projects, pre- 
liminary findings should be discussed 
with them before the final reports are 


prepared. It is also well to require 
the research section to discuss with 
the personnel director the plans for its 
final report of a study before this 
report is prepared. 

By Max Freyd. Personnel Adminis. 
tration, March, 1939, p. 1: 5. 


(While the article abstracted above is ad- 
dressed to personnel men in government 
agencies, it contains much of interest to 
industrial personnel executives—Editor.) 


Benefit Systems and Incentives: Pensions, Profit Sharing, 
Suggestions, Vacations, Stock Ownership 


Some Fundamental Features of a 
Good Retirement Plan 


The fundamental features of a good 


retirement plan may be summarized 
as follows: 

1. The plan should be formal in 
order to provide equitable and calcu- 
lable amounts of pension as a matter 
of right rather than on the basis of 
need. 

2. The plan should be so constructed 
that it will supplement any existing 
governmental system or will permit 
easy adaptation to any such system 
that subsequently may be established. 

3. The cost of pension credits earn- 
ed by current service should be ac- 
counted for year by year. 

4. The plan should provide for 
pension credits on account of service 
rendered before the date of the plan’s 
establishment. 

5. Pensions should be based on 
about 134 per cent of each employee’s 
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aggregate pay during his period of 
service, whether financed on _ the 
“money-purchase” or the “fixed- 
benefit” principle. 

6. As a general rule, each employee 
should contribute one-half the cost of 
his pension on account of service ren- 
dered after adoption of the plan. 

7. Contribution rates should be 
graded by age at entry to offset the 
increased cost of annuities financed at 
older ages, unless an existing govern- 
ment scheme contains some offsetting 
factor in favor of older entrants. 

8. In most plans the retirement age 
should be 65 for males and 60 for fe- 
males, but earlier retirement on ad- 
justed incomes should be permitted at 
the discretion of the employer. 

9. Retirement at the age established 
should be compulsory except when, 
in a few special cases, the circum- 
stances of the business require reten- 
tion of the employee on the payroll 
for a further period. 
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10. Title to their annuities should 
be vested in the employees after com- 
pletion of a specified period of con- 
tributory membership and _ upon 
retirement, whether or not the service 
requirement has been fulfilled. 

11. Employees whose service termin- 
ates before they become entitled to 
vested annuity rights, and beneficiaries 
of those who die before attaining the 
retirement age, should receive a cash 
benefit equal to their contributions with 
interest. 

12. The employee should have the 
right to choose between certain spe- 
cified kinds of annuity. 

By Bryce M. Stewart. From an 
address before the Industrial Relations 
Section of Queen’s University, Kings- 
ton, Ont., Canada. 


Industry Broadening Group 
Coverage 


Some 24,000 concerns employing 
more than eight and one-half million 
workers now have group life insurance. 
One hundred and ten million dollars 
was paid in death claims during 1938, 
better than two million dollars a week. 
Group accident and sickness insurance 
now protects 7500 organizations with 
two and a half million employees. 
Hospitalization insurance and retire- 
ment annuities, plans of relatively re- 
cent origin, are likewise spreading 
throughout industry. 

During the past year much progress 
was made in increasing both the 
amount of benefits and the scope of 
group coverage. This advance has 
been made possible by the cooperation 
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of employers and employees in meet- 
ing the cost. Employee Relations 
Notes and Quotes, January, 1939, 
p. 3:1. 


Developments in Company 
Vacation Plans 


In February and March, 1939, 210 
companies, employing over one mil- 
lion workers, furnished The Confer- 
ence Board information on their vaca- 
tion plans for wage-earning employees. 

Depressed business conditions in 
1937-1938 caused the suspension of 
only a very small proportion of plans 
as compared with the number discon- 
tinued or abandoned during the period 
of 1929 to 1935. Although over one- 
third of the 210 vacation plans are 
subject to union agreements, the major- 
ity of companies found no trouble in 
carrying out their policies, and diffi- 
culties arising from misinterpretation 
of provisions occurred in only a few 
instances. 

Many companies have adopted a 
more liberal policy since 1935 in re- 
gard to the eligibility requirements 
and the length of vacation granted. 
In approximately three-fourths of the 
plans, employees are qualified for some 
vacation privilege after one year’s 
service or less. 

Plans have been revised during the 
past few years to make the time of the 
vacation period as flexible as possible, 
but particular attention has been given 
to definitions of eligibility in case of 
layoff, and to the methods of calculat- 
ing vacation pay. This accounts for 
the wide variety of policy and practice 


165 





found in the plans of different com- 
panies. 

Vacation expense, at the time of 
operating losses, was “worth it” to 
some companies, which considered that 
a vacation allowance helped to supple- 
ment the earnings of workers subjected 
to short-time hours or layoffs. In 
seven plans, a provision, rarely found 
in former years, permits all eligible 
employees the option of a paid vaca- 
tion or the privilege of remaining at 
work and receiving an allowance in 
addition to their regular pay. 


Although many changes have oc. 
curred in details of vacation plans, 
the ratio of companies using one kind 
of plan as against others has remained 
relatively constant. A majority of 
companies favor vacations staggered 
over a period of months, and prefer 
plans which graduate the length of 
vacation allowance on the basis of past 
service. By C. E. Payne. Studies in 
Personnel Policy, National Industrial 
Conference Board, Inc., April, 1939, 
24 pages. 


(Some typical vacation plans are outlined 
in an appendix to this study—Editor.) 


Training and Education: Schools, Libraries, Employee 
Publications 


Training for Results 


The trades training course of the 
Monarch Machine Tool Company has 
evolved gradually over several years 
and is now being crystallized into a 
well-rounded program. 

Because of wide variation in the pre- 
vious education of the student body, 
ranging from grade school to college, 
a flexible schedule for individual in- 
struction has been adopted. And in 
recognition of the fact that failure in 
many school subjects is due to not 
knowing how to approach such studies, 
the course includes a unit on “How to 
Study Effectively.” 

Training is based on the unit method 
of instruction. Each unit is a repre- 
sentative job, and the essential theory 
and practice concerning it are outlined 
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on its assignment. Use is made of job 
sheets, information sheets, and test 
sheets. 

All theory is taught by the develop- 
ment method. For example, in teaching 
how to plan a job, a sketch of the job 
is projected on a screen and each stu- 
dent is provided with an assignment 
sheet. The group, guided by the in- 
structor, then develops the proper se- 
quence of operations necessary to com- 
plete the work, lists the tools required, 
and notes any additional information 
needed for proper performance of the 
work. Safety factors are discussed, 
and a time estimate is given for the 
job. A student then demonstrates the 
job from the assignment sheet, and the 
group studies the technique for pos- 
sible improvement. 

The school includes a laboratory, a 


The Management Review 





theory room, and a reference library 
for formal class work and ungraded 
discussions and conferences. The main 
branch of the school is the shop itself, 
and related material is studied on the 
shop floor as it is required to complete 
the job; this is made possible by the 
use of job sheets, 

All trade students are employed, in 
the plant and attend the training school 
on their own time. As students pro- 
gress from department to department, 
each can develop at his own speed and 
acquire successive increments of.trade 
skills. By D. H. McKellar, American 
Machinist, April 19, 1939, p. 253: 2. 


Employee Training— 
A Continuing Performance 


At Arnold Constable, of New York 
City, new salespeople are given two 
days of intensive training before as- 
suming actual selling responsibilities. 
This preliminary instruction covers 
rules and systems of the store, the 


duties of the salesperson, and the mer- 
chandise which she will sell. 


Following these two days of close 
training, the salesperson is returned 
to her department, where, under the 
sponsorship of an experienced person 
in the section, she moves gradually 
into assumption of her own respon- 


sibilities. Thereafter instruction in 
salesmanship and merchandising is 
continued through frequent group con- 
ferences, supplemented by dramatic 
picturization, booklets and moving 
pictures. 


Each conference training class con- 
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sists of from 20 to 30 employees. 
Classes are held in the morning and 
last about half an hour. An important 
feature of these conferences is the 
demonstration sales, which give every 
trainee a chance to show how he or 
she would conduct the customer 
contact. 

Twice a year the section manager 
and the buyer of each department 
make an analysis of the employees 
for whom they are responsible. Use 
is made of an analysis sheet which 
embraces such items as appearance, 
demeanor, cooperation, interest in the 
customer, knowledge of merchandise, 
attention to stock work, initiative, sales 
ability, attendance and punctuality, 
sense of responsibility, and degree of 
accuracy. Sales ability and knowledge 
of merchandise are each weighted as 
40 per cent, and the remaining 20 per 
cent of the total is allotted to person- 
ality. The analysis sheet covers three 
grades of performance, with variables 
if need be, and it is the responsibility 
of the raters to outline an adequate 
picture. By James A. Dingivan. 
Executives Service Bulletin, Metro- 
politan Life Insurance Company, 


March, 1939, p. 3:2. 


Training College Graduates 
for Industry 


Methods of inducting college gradu- 
ates into business and industrial or- 
ganizations are in the experimental 
stages, and it is possible to find in 
practice every conceivable technique. 

The range of method is indicated 
by the following examples—a 12-week 
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orientation lecture course, combined 
with plant visits; a three-year study 
course combined with simple produc- 
tion jobs; a 10-months’ observation 
course with night classes; a three-year 
course in a trade training school; a 
nine-months’ period in a labor reserve 
group combined with written reports 
on each department; a year of planned 
transfer through 10 or 15 jobs. There 
are almost as many theories as there 
are companies. 

Points that might well be kept in 
mind in planning the training of col- 
lege graduates are the following, ac- 
cording to companies with experience: 

1. A single purpose must govern 
the details of the training schedule. 

2. In planning a program there is 
the danger of classifying men as col- 
lege graduates and using one training 


program for all, regardless of their 
ultimate work. Salesmen, accountants, 
engineers, operating supervisors and 
others should have separate training 
programs which carefully balance the 
need for observation, explanation and 
experience in each department. 

3. The training purpose will be best 
served, the training time shortened, 
and the trainees and supervisors better 
satisfied if the time to be spent in 
each department and the work in each 
are clearly planned and defined in 
advance. 

4, Whatever induction procedure is 
adopted, the plan should be carefully 
explained to both the supervisory 
force and the employees with whom 
the trainees are to work. 

The Conference Board Management 
Record, March, 1939, p. 43:1. 


MARKETING MANAGEMENT 


Marketing Laws Survey Reveals 
Complexities 


A problem of growing concern to 
those interested in the promotion of 
domestic commerce is the increase in 
state legislation tending to create 
trade barriers between sister states. 
These barriers, erected to aid local 
residents and products at the expense 
of those of sister states, frequently 
result in retaliatory legislation on the 
part of those states originally affected, 
with the consequence that the business 
executive is confronted with myriad 
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regulatory laws within the United 
States. 

The complexities arising from state 
barrier legislation are indicated in a 
preliminary survey of the state laws 
which was recently completed by the 
Works Progress Administration. 

No fewer than 23 states have enacted 
laws to foster state-grown crops enter- 
ing into the manufacture of liquor by 
levying lower license fees on manufac- 
turers using local products. At least 
27 states encourage local liquor indus- 
tries by means of tax exemptions, or 
taxation at lower rates, on alcoholic 
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beverages produced for export to other 
states. To discourage imports, 28 
states have enacted restrictions against 
liquor from outside their borders. 

As is the case with liquor, dairy 
states, cotton states and cattle states 
all have discriminatory tax regulations 
favoring home products. The warfare 
between butter and oleomargarine is 
the classic example. Twenty-three 
states have adopted excise taxes of 
from five to 15 cents a pound on oleo- 
margarine; and 16 states exact fees of 
from $1 to $1000 a year for license to 
engage in the manufacture, sale, dis- 
tribution or serving of oleomargarine. 

Thirteen states have enacted general 
use taxes, of which only eight are com- 
pensatory in character. Twenty-six 


states exact license or excise taxes, 
ranging from $1 to $100, from the 
nursery stock business. An amazing 


mass of labeling laws has been 
enacted, particularly in the dairy 
industry. 

States have more and more resorted 
to the method of inspection as a means 
of excluding out-of-state dairy prod- 
ucts. The power of exclusion has been 
applied to milk, milk products, live- 
stock, horticultural products, and fruits 
and vegetables, and has led numerous 
states to establish ports of entry as a 
means of enforcing their laws. 

In the motor vehicle field, there is 
a wide variance in the regulations for 
width, length, height and. weight of 
vehicles entering certain states. Texas, 
for example, limits the maximum gross 
weight of motor vehicles passing her 
borders to 7000 pounds, while Rhode 
Island permits 120,000 pounds. All 
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of which adds to confusion and oper- 
ates as a burden upon interstate motor 
transportation. 

These and numerous other laws 
have resulted in virtual warfare among 
the states, and have brought us far 
from the traditional ideal of a united 
nation. Information Service, Works 
Progress Administration. April, 1939. 
9 pages. 


Who Enters All These Consumer 
Contests? 


A survey among 1000 typical adults 
shows that 30 per cent of all males and 
37 per cent of the women have entered 
one or more consumer advertising 
contests. The average consumer con- 
test adds new repeat customers from 
15 per cent of the entrants, the other 
85 per cent being previous regular 
users or those who buy the product 
only to enter the contest. 

A contest is likely to draw entries 
about as follows: 17 per cent from 
people entering their first contest; 12 
per cent from those who have entered 
two contests; 13 per cent from those 
who have entered three contests; 28 per 
cent from those who have entered four 
to 11 contests; and 30 per cent from 
those who have entered 12 or more 
contests. Sales Management, April 20; 
1939, p. 23:1. 


How to Wring the Last Dollar 
of Profit! 


‘Direct mail has always been the 
stepchild of the advertising family— 
the least understood and the least ably 
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handled of all advertising media. Even 
the biggest companies — companies 
that spare no expense to hand-tool a 
space advertisement or radio program 
or a sales plan—-send out direct mail 
by the ton that any experienced mail- 
order man would laugh to scorn. 

Direct mail is an essential part of 
the sales machine that can greatly im- 
prove the efficiency of the entire sales 
program. If you want to wring the 
last dollar of profit out of your adver- 
tising, support that advertising with 
direct mail. 

Here are four questions you ought 
to ask of every piece of direct mail sent 
out by your house: 

1. Does it provide a personalized 

motive for buying? 

2. Is it so presented that he who 

runs may read? 

3. Does it ask for reasonable 

action? 

4. Does the headline really evoke 

desire and win interest? 

5. Is it believable? 

How many of your sales letters are 
so arranged that they invite quick 
reading? Aren’t most of them pages 
of regimented paragraphs of solid 
type, unbroken by sub-heads or other 
eye-catching devices? Paragraphs 
should be set off with sub-heads—or 
important points should be underlined 
—or some sentences or paragraphs 
should be specially indented. 

Here are a few further tips from 
the direct-mail book of experience: 


1, A sales letter and an order card 
will outpull a circular and an 
order card every time. 
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2. A folder is generally more effec. 
tive than a booklet as an en- 
closure. 

3. At least one-fourth of the total 
space in enclosures should be 
devoted to illustrations—prefer- 
ably of the product in satisfac- 
tory use. 

4, Second color will pay for itself. 

5. Envelope teasers are dangerous 
unless they are perfect. 

By Frank Egner. From an address 

before the New York Sales Executives 
Club. 3 pages. 


State Legislatures Swing Away 
from Destructive Taxes 
on Chain Stores 


Climaxing a rapidly developing 
trend away from chain-store taxes, 
governors and their representatives 
from 44 states and four territories at- 
tending the National Conference on 
Interstate Trade Barriers have con- 
demned such measures as contrary to 
the public welfare. 

This action followed the outlawing 
of chain-store and self-service market 
taxes by three state courts and the 
failure of 14 legislatures to enact simi- 
lar levies. Graphic evidence of the 
change in sentiment within a single 
year was provided by the Georgia 
state senate, which rejected a chain 
tax by a vote of 30 to 15; last year a 
similar bill was defeated by the nar- 
row margin of two votes. 

Three other states—Michigan, Wis- 
consin and Texas—have before their 
legislatures bills calling for repeal of 
chain taxes already on the books. 
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Opposition to such taxes appears to 
be mounting among all classes through- 
out the country. Of the Patman anti- 
chain-store “death sentence” bill, 
Standard Statistics recently said: 
“Labor has taken a stand against the 
bill, farm organizations are unwilling 
to support it, consumer organizations 
condemn the measure.” Sales Manage- 
ment, April 20, 1939, p. 35:1. 


Rural Radio 


Of especial significance to radio ad- 
vertisers whose programs are directed 
in whole or in part at farm audiences 
are the findings of a recent nationwide 
study of rural radio habits. 

The survey reveals that 69 per cent 
of all United States rural families own 
radios. Over 88 per cent of these fam- 
ilies listen to their radios sometime 
daily, and the median hours of daily 
use of radio (based on all sets owned) 
are 4:47, 

On the average weekday, the peak 
hour of availability for adults appears 
to be between 6 and 7 p.m. in all time 
zones except the Pacific, where the 
peak occurs between 8 and 9 p.m., 
P.S.T. .The morning breakfast or post- 
breakfast hour—from 7 to 8 a.m. in 
each time zone—sets the high mark of 
availability during the forenoon. Dur- 
ing the noon lunch period, adult avail- 
ability is almost as high as during the 
breakfast hour. 

Another breakdown of the study in- 
dicates the per cent of all rural radios 
in use by periods of day and night. 
These percentages show total United 
States rural audiences in terms of New 
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York broadcasting time, properly 
weighted for a coast-to-coast average. 
Thus, for the average weekday, the 
average percentage of all rural radio 
families listening any half-hour are as 
follows: 9 to 12 noon, 26.5 per cent; 
12 noon to 3 p.m., 26.5 per cent; 3 to 
6 p.m., 19.7 per cent; 6 to 10 p.m., 
50.9 per cent; and 10 to 12 midnight, 
29.6 per cent. 

Since the survey was made during 
the months of October and November, 
these data may be regarded as typical 
of the seven-month “Standard Time” 
period. Printers’ Ink, February 9, 
1939, p. 25: 3. 


What Constitutes a Satisfactory 
Distributor Relationship? 


If you desire to sell your product 
through industrial distributors, what 
can you do to make your job as simple 
as possible? 

The manufacturer who sells through 
industrial distributors can adopt any 
one of three sales policies: (1) exclu- 
sive, (2) selective or (3) open. In the 
first case, he will limit his outlets to 
one distributor in each distribution 
center. Quite naturally, the average 
distributor finds this type of setup most 
desirable, since he receives full bene- 
fit of all missionary work and adver- 
tising done in the territory. 

The second option, selective distri- 
bution, implies the limitation of dis- 
tributor outlets to a number adequate 
to cover each territory. This policy 
requires frankness as to the names and 
numbers of distributors. The distri- 
butors also have an obligation to be 
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frank in stating the coverage they can 
provide. 

The third option—the open type of 
distribution—is the policy of selling 
through any or all industrial distribu- 
tors. If he finds it necessary to adopt 
this policy, the manufacturer must rea- 
lize that the attention given his line by 
the distributor and his sales force will 
be in direct proportion to the degree 
of loyalty extended to the distributor. 

In my experience, the only manufac- 
turers who have been successful in 
gaining the complete cooperation of 
industrial distributors have been those 
who looked on their distributors as 
part of their sales organization rather 


than as customers. This implies exten. 
sive training of distributors’ sales 
forces. 

If these simple points are remem. 
bered, you should go far in selling 
your line through distributors: (1) 
Establish a straightforward sales pol. 
icy and stick to it; (2) set a margin of 
profit for distributors which provides 
them with an incentive; (3) keep tell- 
ing your distributors about the first 
two points, and constantly show them 
where and how to get business; and 
(4) publicize your product to industry, 
and tie in your advertising with your 
distributors. By Arthur Yorke. /ndus- 
trial Marketing, April, 1939, p. 19: 2. 


FINANCIAL MANAGEMENT 


Practical Aspects of Depreciation 
on a Unit-of-Production Basis 


The method used in accounting for 
depreciation may make actual differ- 
ences in dollars and cents to a com- 
pany, and accordingly the subject 
merits serious consideration. In many 
cases, adoption of the unit-of-produc- 
tion depreciation method will result in 
substantial savings in Federal income 
taxes. 

Most of the factors involved in 
depreciation accounting on the usual 
straight-line basis are to be found un- 
changed if a production basis is used. 
Under either method allowances may 
be made for special factors or certain 
refinements if they appear advan- 
tageous. Funded reserves, with credits 
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for actual interest and allowance in the 
rates for theoretical or expected inter- 
est, may be provided with depreciation 
computed on a production basis, al- 
though estimates of useful life in terms 
of both time and production units 
would be necessary. Provision can 
be made in either case for depreciation 
reserves to cover repair costs as well 
as capital investment if this seems 
advisable. 

As contrasted with depreciation on 
a straight-line basis, the unit-of-produc- 
tion method will generally result in 
showing somewhat less profit in years 
of high profits and less loss in unprofit- 
able years. Naturally, if it is possible 
to choose between two methods of ac: 
counting, either of which may be 
proper under the circumstances, and if 
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one method results in showing less 
variation in unit cost and in net profits 
and losses than the other, there are 
some distinct advantages in selecting 
that method. 

The selection of the unit of produc- 
tion or unit of service to be used for 
computing depreciation must be made 
with judgment based upon actual con- 
ditions in any given case. Thus, in the 
case of a plant producing a single 
simple product, as, for instance, com- 
mon brick, or in the case of a mine 
producing a single metal, the unit of 
production to be used appears obvious. 
In cases where a plant produces a wide 
variety of products and utilizes many 
different raw materials, it may be 
best to use direct labor hours as a 
basis. When this is necessary, how- 
ever, the whole matter becomes some- 
what more complex, and this complex- 
ity should be appreciated in deciding 
whether it is worth while to use a 
production basis for depreciation 
under such circumstances. By Charles 
H. Towns. N. A. C. A. Bulletin, Feb- 
ruary 1, 1939, p. 649:10. 

(Various other aspects of unit-of-production 


depreciation are discussed and illustrated in 
this study—Editor.) 


Systems to Simplify Inventory 
Accounting ° 


There are several kinds of inven- 
tories, each requiring special account- 
ing treatment and consideration. One 
method of control is not applicable to 
all. 

For example, let us consider the two 
methods of controlling ingredient ma- 
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terials and supplies (materials and sup- 
plies used in manufacturing processes 
and production) : 

1. Charge all materials and supplies 
direct to expense (particularly in low- 
material-cost industries) and establish 
standard material quantities and cost 
for each order. Production orders will 
pass through the materials storeroom, 
and the necessary materials will 
be issued against the orders without 
requisition. The materials are kept in 
a storeroom, and at least once each year 
a physical count is taken. At the end 
of each accounting year, “cost of manu- 
facturing” or “cost of sales” is credited 
for the materials on hand, and “mate- 
rials inventory” is charged. This is for 
statement purpose only. The stores 
clerk will maintain a simple record of 
purchase receipts, price and total cost. 
The budget estimate of sales and manu- 
facturing will determine the purchasing 
program. The production orders will 
furnish a gauge of materials used, so 
that a book inventory can be computed 
in order to check waste or leakage in 
materials actually used. This system 
is simple and effective where conditions 
are such that its use is warranted. 

2. Charge all materials to an inven- 
tory control account (asset) and issue 
the materials only on requisition. Ac- 
curately detailed stores records are 
maintained. The requisitions are priced 
and then charged to manufacturing ex- 
pense and credited against inventory. 
For high-material-cost industries and 
for materials which are inherently sub- 
ject to theft, misappropriation, and 
careless handling, this system is advis- 
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able. If the estimated cost of main- 
taining this system is less than the pos- 
sible loss because of inadequate control, 
there is a case for such detail. By 


INSURANCE * 


Voluntary Hospital and Medical 
Associations 


One of the most interesting yet com- 
plex questions before the public today 
is the future health program of the 
nation. 

There are nine voluntary hospital 
associations now in existence in New 
York State. In addition to the life 
companies which issue group policies 
with medical care or hospitalization as 
a feature, there are 20 stock insurance 
companies in New York State which 
now issue individual medical reim- 
bursement, hospitalization, and _sick- 
ness expense policies. There is room 
for both types of institution in this 
field just as there is room in any other 
branch of insurance for capital-stock 
and non-profit organizations. Compe- 
tition between non-profit associations 
and private insurers will undoubtedly 
tend to arouse public interest, promote 
efficiency, and keep costs at the lowest 
possible level commensurate with 
safety and solvency. 

It would seem logical enough to 
permit the hospital associations to in- 
clude a reasonable amount of medical 


Harry L. Wylie. American Business, 
March, 1939, p. 26:4. 


(Methods of control for various other 
types of inventories are also discussed in this 
article—Editor.) 


care and nursing in their plans and at 
the same time permit the organization 
of corporations which would be con- 
fined to medical care entirely. The 
real dispute is not so much over the 
principle as over control. 

The chief objection offered by the 
American Medical Association to the 
group-practice medical cooperatives is 
that they prevent the free choice of a 
physician by the patient. It is also 
claimed that a fixed salary to the men- 
ber physician eliminates competition 
and tends to lower the quality of the 
medical care given. There may be a 
temptation to obtain medical services 
as cheaply as possible. 

The main objections raised: by the 
advocates of the cooperative group 
practice to the prepayment medical 
indemnity plan are: It ignores prever- 
tive medicine; it provides no hospital 
care; it offers no adequate diagnostic 
service beyond that which can be 
rendered in a physician’s office, al- 
though diagnosis is usually a group 
effort; and it permits the physician to 
collect all he possibly can from the 
insurance fund. 

The trend of things is such that we 


* Insurance abstracts are contributed by P. D. Betrertey, Insurance Consultant. 
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should not rest content with our ex- 
perimentation along voluntary lines. 
We should give careful study to com- 
pulsory health insurance and socialized 
medicine wherever it is in operation, 
so that we may appreciate both its 
weaknesses and its strong points. By 
Louis H. Pink. Journal of American 
Insurance, March, 1939, p. 17:4. 


To Insure Expense of Debris 
Removal 


A form and an endorsement for 
writing windstorm debris removal ex- 
pense insurance were recently an- 
nounced by the Eastern Tornado Insur- 
ance Association. The annual rate 
for the insurance is 1 per cent, subject 
to a minimum premium of $5 per 
annum. The regular term rule applies. 

The form and endorsement were 
developed because of demand for 
debris removal expense insurance fol- 
lowing the hurricane that swept New 
England last September 21. The 
Journal of Commerce, Insurance Sec- 
tion, March 27, 1939, p. 8:1. 


Covering Individual Driver, 
Rather Than Car 


The idea of insuring the automobile 
driver, rather than the car, appeals to 
L. H. Pink, Superintendent of the New 
York State Insurance Department, he 
indicated in his annual report to the 
legislature. 

Many in the insurance business who 
have had extensive experience, and 
have given the problem a great deal of 
thought, are of the opinion that the 
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only way to achieve safety and lessen 
accidents and deaths is to insure the 
driver instead of the car. The car is 
not essentially dangerous and becomes 
so only when it is driven by an in- 
dividual. It is difficult to rate a car, 
because no one knows how many per- 
sons are going to drive it. It would 
seem more logical to rate the individual 
on his qualifications and his personal 
experience. It is the individual who 
must be held responsible for the results 
of careless and reckless driving. The 
Weekly Underwriter, March 11, 1939, 
p. 559:2, 


Need for Transportation 
Insurance 


The development of modern trans- 
portation has played no unimportant 
part in the increasing volume of trans- 
portation insurance written by the in- 
land marine companies. 

The Uniform Bill of Lading does 
not release the carrier from full liabil- 
ity for the goods carried except as pro- 
vided therein ; it sets forth liability from 
which the railroad is exempted—for 
instance, acts of God, acts of the public 
enemy, the authority of law, the acts 
or faults of the shippers, natural 
shrinkage and other inherent vice of 
the property carried. 

We find, too, provision for carrier’s 
liability according to valuation de- 
clared and agreed on unusually hazard- 
ous commodities, which modifies the 
carrier’s liability to an extent whereby 
it is fairly commensurate with the con- 
sideration received for transportation. 

There are three main reasons why 
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a shipper needs transportation insur- 
ance: The policy covers goods while 
in transit from the time the insured 
property leaves its original point of 
shipment until delivered to the final 
point of destination. It covers certain 
commodities for full value which can 
be shipped at a lowered cost under 
released bill of lading. It provides 
coverage on certain perils for which 
the carrier is not under any circum- 
stances liable, such as cyclone, tornado, 
earthquake, flood, lightning, landslides, 
snowslides, and fire arising when the 
carrier is acting as bailee and not as 
carrier. 

Bills of lading do not guarantee any 


time limits for making payment of 
claims, but the insurance policy does, 

While it is admitted that railroads 
and other carriers are generally able 
to pay their legal obligations, often 
public truckmen are not. Moreover, 
though the public truckman may carry 
cargo insurance, his policy does not 
specifically include the shipper’s inter- 
est. The Eastern Underwriter, March 
24, 1939, p. 36:1. 


Insurance Conference 


The Insurance Conference of the 
American Management Association will 
be held at the Hotel Claridge, Atlantic 
City, N. J., on May 22-23. 





Survey of Books for Executives 





The Consumer and the Economic 
Order. By Warren C. Waite and 
Ralph Cassady, Jr. McGraw-Hill 
Book Company, Inc., New York, 
1939. 389 pages. $3.50. 


The consumer and problems of con- 
sumption have come to the fore during 
the last decade. Several good books, 
including this volume, have been writ- 
ten to fill the need of authentic mate- 
rial about consumption and the place 
of the consumer in our civilization. 

The treatment of consumption in 
this study is broad, covering the posi- 
tion of consumers in the economic 
order, the problem of selecting goods, 
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and the relation of buying practices 
to human welfare. Following a sur- 
vey of the organization of the economic 
order, data is presented upon the sub- 
jects of incomes and their distribution, 
price behavior, cost of living and real 
income, the effects of monopoly, con- 
sumer protection, choosing merchan- 
dise, elasticity of demand, and demand 
manipulation. Factual material upon 
family expenditures, variations in con- 
sumption, where to buy, and retail 
prices is next given. The problems of 
saving, particularly through insurance, 
of purchasing intelligently, and of the 
merits of consumer cooperation are 


then treated. The concluding chapters 
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discuss population changes and 
national policy as these affect con- 
sumption, and emphasize the fact that 
“the solution to the consumption prob- 
lem, even in a country such as the 
United States, is not to be found in a 
redistribution of the income from cur- 
rent production or in a sharing of 
wealth but lies much deeper in the 
necessity for a larger total volume of 
production.” 

The authors have made an effective 
choice of statistical and source mate- 
rial. They have rarely fallen into the 
error of presenting such an array of 
factual data that the reader is drugged 
into acquiescence. The references and 
sources are excellent and dependable, 
although later material of equal au- 
thenticity has occasionally been avail- 
able. Carefully chosen data and tables 
in simple and logical order lend the 
book effectiveness. Similarly, the 
thumbnail sketches of socialism, the 
new food and drug legislation, Con- 
sumers’ Research, and a thousand re- 
lated topics are really fine. In handling 
the material, the authors have built 
up a background whereby the reader 
can perceive why the present trend 
toward social legislation rose and has 
assumed such significance; and their 
discussion has been wisely debunked 
of emotionalism. The personal 
opinions of Professors Waite and 
Cassady have also been largely rele- 
gated to the background, permitting 
the facts to speak for themselves. In 
this lies the strength of the volume. 

A thorough study of consumers and 
consumption involves a good deal of 
economics and principles of economics. 


May, 1939 


This book might well be said to cover 
the field of economics as applied to 
consumption. Even though more and 
simpler illustrations might be helpful 
in treating some of the theoretical 
aspects of the subject, the result is 
satisfactory. All theory, however, 
suffers from a slight heaviness. Ad- 
mitting this flaw, the volume is sub- 
stantial and sound, and is well worth 
the time required for careful reading. 

Reviewed by Albert Haring, Lehigh 
University. 


Tax Exemptions. A Symposium 
Conducted by the Tax Policy League. 
Tax Policy League, Inc., New York, 
1939. 237 pages. $3.00. 


This interesting group of studies of 
the tax-exemption problem is based on 
a symposium sponsored by the Tax 
Policy League last December. It is 
composed of contributions by various 
authorities on the subject. 

The volume points out that the power 
of tax exemption has potentialities 
which do not suffer greatly by compari- 
son with the power to tax. It can be 
used to safeguard and to exploit, to 
subsidize one interest and destroy an- 
other, to simplify administration and 
to confuse it, and to vitiate a tax or to 
give it effectiveness. 

The problem of tax exemption ap- 
parently had its origin very shortly 
after taxes were devised. Each new tax 
brings pressure for new exemptions as 
well as for revision of old exemptions. 

It is to be observed that as demands 
for tax exemptions increase, however, 
sentiment for their curtailment also 
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gathers force. Public budgetary re- 
quirements no longer permit the casual 
extension of exemptions. Revaluation 
of the merits of certain traditional ex- 
emptions is being suggested, as well as 
thoughtful consideration of alternative 
methods more appropriate than tax 
exemption for the encouragement of 
social and economic progress. 
Considerable light is thrown upon 
the entire subject in this volume; and 
the subject is a deep one that has im- 
plications far beyond the immediate 
problem. Thus, how are fair proce- 
dures regarding tax exemptions to be 
arranged with respect to safeguarding 
subsistence levels? And how are such 
procedures to be arranged with respect 
to individuals who have made commit- 
ments based on assurances involving 
privileges of tax exemption? 


National Income in the United 
States: 1799-1938. By Robert F. 
Martin. National Industrial Confer- 
ence Board, Inc., New York, 1939. 
146 pages. $3.50. 


This study offers the most complete 
estimates of national income in the 
United States that are available for the 
140-year period beginning in 1799. 


During the past 140 years the in-’ 


come received by individuals in the 
United States has increased from less 
than one billion dollars to a peak of 
almost 80 billions in 1929 and an es- 
timated level of 62 billions in 1938. In 
terms of goods and services purchas- 
able with the dollars received, the na- 
tional income per capita increased 


nearly threefold between 1799 and 1937. 
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The author has estimated the sources 
of the national income for each year 
and period both by kind (salaries and 
wages, entrepreneurial income, divi- 
dends, interest and rent) and by indus. 
trial origin (agriculture, mining, man- 
ufacturing, construction, trade, service, 
etc.). One chapter deals with the rise 
of government as a direct source of 
personal income from 1 per cent in 
1799 to a peak of 20 per cent of the 
total in 1936. 

Data are available showing the types 
of income received from private pro- 
duction sources annually since 1899. 
The progress of incorporation of busi- 
ness enterprises and a shifting in the 
importance of some industries are re- 
flected in these figures. Salaries and 
wages and dividends have increased in 
relative importance, while entrepreneu- 
rial income, interest, net rents and 
royalties have declined. During the 
38-year period ending in 1937, salaries 
and wages have increased in impor- 
tance from 58 per cent to 68 per cent 
of the total. Entrepreneurial income, 
or the profits received by individual 
enterprisers, has declined in relative 
importance from 29 per cent to 20 per 
cent during this period. Meanwhile, 
net rents and royalties have declined 
from an importance of 2.8 per cent to 
1.7 per cent, and dividends have in- 
creased from 6 per cent to 8 per cent. 

Though the estimates presented in 
this study are inherently imperfect, 
they are probably the best approxima- 
tions possible with the present informa- 
tion in this field, and they form a com- 
pact picture of America’s economic 
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development such as no other type of 
statistics can. Various interpretations 
of this picture are possible, but Dr. 
Martin has indicated only those ob- 
vious interpretations which clarify the 
meaning of the figures. 


British Wages Boards. By Dorothy 
Sells. The Brookings Institution, 
Washington, D. C., 1939. 389 pages. 
$3.00. 


Now that the United States has taken 
its place among the large and growing 
number of nations whose governments 
have adopted minimum-wage legisla- 
tion, this detailed study of British expe- 
rience is especially opportune. Out of 
Great Britain’s 30-year experience with 
minimum-wage adjustment, certain 
principles, methods and expedients 
have been developed, and some illu- 
minating mistakes have been made, 
which should afford guidance to those 
concerned with the administration of 
a similar undertaking. 

Miss Sells has chosen the British 
wages board system for intensive ex- 
amination as offering the clearest 
example of democratic wage determina- 
tion in practice. Emerging from the 





British experience with minimum-wage 
legislation are constructive approaches 
to most of the problems with which 
those drafting or administering legisla- 
tion of this kind are likely to be faced. 
Instead of analyzing these problems 
and their possible solutions, however, 
the author has made an attempt, insofar 
as is possible with facts and figures, 
to create for the reader a dynamic pic- 
ture of the living organism into which 
the wages boards of Great Britain have 
developed since their inception. Em- 
phasis is therefore placed upon the 
legislative and administrative aspects 
of the subject. The process is described 
instead of the results being weighed. ~ 
The qualitative factors as opposed to 
the quantitative for the most part com- 
prise the contents of the volume. 

The author has had an unusual op- 
portunity to study at first hand the 
operation of the British Trade Boards, 
Agricultural Wages Committees, and 
other statutory wage-fixing bodies dur- 
ing their formative years. Though 
much of Miss Sells’ description of how 
the British system works is too detailed 
to be followed through in all its in- 
tricacies, the volume as a whole is lucid 
and significant. 
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THIRD ANNUAL REPORT OF THE NATIONAL LABOR RELATIONS BOARD, 
Government Printing Office, hedge wags oe C., 1939. 292 pages. 30 cents. A review of the 
work of the Labor Board for the year ended June 30, 1938. The report describes 
the procedure of the Board, and records complaint cases, representation cases, and prin. 
ciples established. A list of cases heard and decisions rendered is included, and statistical 
summaries are also provided in several chapters. 


PRICE CONTROL IN FASCIST ITALY. By Henry S. Miller. Columbia University 
Press, New York, 1938. 146 a. $2.00. A study on the economics of present-day Italy, 
The statistical work of the I overnment, the history and structure of the groups direct- 
ing the price-control system, and the effects of this control are reported. 


MODERN ECONOMIC ORGANISATION AND PROBLEMS. By E. W. Shanahan, 
Longmans, Green and Company, New York, 1938. 219 pages. $1.75. A study of economic 
method and of contemporary economic structure and problems. This book is an expansion 
of the second of “Industrial Revolution and the Economic World of Today,” published — 
in 1932. Six chapters have been retained unaltered; new chapters on problems of popelaiaay i 
the gold standard, and recent monetary policies have been added. 3 


INTERMEDIATE ACCOUNTING. By Jacob B. Taylor and Hermann C. Miller, — 
McGraw-Hill Book Company, Inc., New York, 1938. 667 pages. $4.00. In this second — 
edition of “Intermediate Accounting,” new introductory chapters emphasize the development — 
and increased recognition of accounting in present-day problems. Additional sections — 
. deal with such topics as contractors’ accounting and stock dividends in consolidated balance — 
sheets. The discussion surrounding recent attempts to state more adequately the principles — 
and standards of accounting is reviewed. The two volumes of the earlier edition have been 
combined in a single volume. 


CREDIT MANUAL OF COMMERCIAL LAWS: 1939. Edited by Henry H. Heiman 
W. Randolph Montgomery and Richard G. Tobin. National Association of Credit Men, 
New York, 1938. 762 pages. $6.50. Fundamental legal principles and existing ge 
affecting credit work are set forth in this manual. Consideration is given to: the la 3 
contracts, the law of sales, guarantees by corporations, collection of accounts, bankruptcy — 
offenses, state fair trade laws, contracting with the United States, acta credits ; 
collections, etc. 


THE REORGANIZATION OF STATE GOVERNMENTS IN THE UNITED STATES, 
By A. E. Buck. Published for The National Municipal League by Columbia Univ : 
Press, New York, 1938. 299 pages. $2.50. This study surveys the historical background” 
_of reorganization movements briefly, and outlines the different types of reorganization 4 
which have been considered in the various states. Some evaluation of the many plans and — 
experiments is provided. A section is devoted to each of the 48 states, and a sketch of - 
actual or proposed reorganizations or administrative consolidations is presented in each case, 1 


YOUR INCOME TAX. By J. K. Lasser. Simon and Schuster, New York, 1939. 128 
pages. $1.00. A brief, general statement of income tax requirements, which indicates the 
type of income that is taxable and points out approved deductions. The book is so arranged — 
that the text follows the exact routine of the tax return. An income tax return form is” 
reproduced, with page references written in for each item on the blank. 


C.P.A. PROBLEMS AND QUESTIONS IN THEORY AND AUDITING. By Jacob B. q 
Taylor and Hermann C. Miller. McGraw-Hill Book Company, Inc., New York, 193% 
701 $6.00. This is a com letely new edition of a book designed to meet the specific — 

of candidates for the C.P.A. examinations and of students requiring a thoroughgoing — 
review of accounting principles in application to practical problems. The material reflects 
new emphasis and trends in accounting, particularly in the case of budgets, governme 
accounting, reorganization, and revaluations. 


MATHEMATICAL ANALYSIS FOR ECONOMISTS. By R. G. D. Allen. The 
Macmillan Company, New York, 1939. 548 pages. $4.50. This book aims at providing @ — 
course of pure mathematics developed in the directions most useful to students of 
economics. At each stage the mathematical methods described are used in the elucidation — 
of problems of economic theory. 


ay 
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